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Calendar of Events 


No meetings scheduled for July 
and August. 


Wartime Problems Releases 
The Society’s Special Committee 
on Wartime Problems sent Releases 
Nos. 10, 11, and 12 to the member- 

ship during the month of June. 


Release No. 10 

This release was a reprint of an 
article on “The New O.P.A. Fi- 
nancial Reporting Forms” by Mr. 
William W. Werntz, Consultant to 
the Office of Price Administration. 
The article was originally published 
in the May Ist Bulletin of the Na- 
tional Association of Cost Account- 
ants. The article was in answer to 
the many requests for information 
directed to the Society concerning 
the O.P.A. financial reporting forms. 
The reports discussed by Mr. Werntz 
will be filed on a voluntary basis and 
only by those corporations to which 
the O.P.A. sends the forms and seeks 
cooperation. Financial statements 
need not be certified by independ- 
ent public accountants. Copies of 
these financial reporting forms A 
and B may be obtained without 
cost from the Office of Price Ad- 
ministration, Washington, D. C., or 
from any Trade Association. 


Release No. 11 


In Wartime Release No. 11, the 
attention of the members was called 
to the following articles which ap- 
peared in the May Bulletin: 

“The Accounting Profession in 

War’—By Joun L. Carey 

“Women on the Staff—How and 

What They Can Contribute” — 
By GERTRUDE PRIESTER 
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“The Accountant and the Produc- 
tion Requirements Plan” 


Attention was called to a 26-page 
pamphlet published by the War and 
Navy Departments, entitled “Ex- 
planation of Principles for Deter- 
mination of Costs under Govern- 
ment Contracts.” This pamphlet 
may be obtained for 10 cents from 
the Superintendent of Documents, 
Washington, D. C., and has been re- 
printed in the June issue of the 
JouRNAL OF ACCOUNTANCY. 


Release No. 12 

Release No. 12 dealt with the de- 
velopment of new sources of ac- 
counting staff personnel in coopera- 
tion with the accounting schools. 
The Education Committee, at the 
request of the Wartime Problems 
Committee, has contacted account- 
ing schools in New York State to 
determine whether it would be pos- 
sible for the schools to arrange the 
senior year for accounting students 
so as to make them available for 
work in public accounting during 
the winter season. It was found that 
it would be impractical to reorgan- 


ize the courses in the schools of 
business. However, as has been done 
to a limited extent in the past, 


students could arrange their courses 
for the evenings, and thus free them- 
selves for service in accounting offices 
during the daytime. There might 
also be the possibility that individu- 
al students desiring to do so could 
drop out of regular courses at the 
end of the first semester, so that 
they could help out in offices dur- 
ing the rush season, and could then 
complete their year during the sum- 
mer. Of course, if a deferment had 
been granted so that a student could 
finish his senior year, it is possible 
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that it would be challenged because 
of the fact that he had accepted a 
position. In the opinion of the Edu- 
cation Committee the best reservoir 
of supply for staff members will be 
found among men over draft age 
and women in private industry em- 
ployed as accountants or bookkeepers. 
Most of the schools already operate 
intensive courses whereby a com- 
plete year’s work in a subject can 
be covered in one semester. The 
schools listed below are offering 
such courses during the Fall months 
in order that men and women desir- 
ing to enter the public accounting 
profession during the coming winter 
months will have an opportunity of 
completing an intensive course be- 
fore the actual season begins. This is 
an excellent opportunity for men and 
women with basic training in ac- 
counting and some experience in pri- 
vate employment as bookkeepers or 
accountants to fit themselves for 
entrance into the field of public ac- 
counting. 
College of the City of New York, 
Department of Accountancy 
Columbia University, School of 
Business 
Cornell University, Department 
of Hotel Administration 
Fordham University, School of 
Susiness 
Long Island University 
Manhattan College, School of 
Business 
New York University, School of 
Commerce, Accounts, and Fi- 
nance 
Niagara University, College of 
Business Administration 
Pace Institute 
St. Bonaventure College, Depart- 
ment of Commerce 
St. John’s University, School of 
Commerce 
Syracuse University, College of 
Business Administration 
University of Buffalo, Millard 
Fillmore College 
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Upon completion of the refresher 
courses, the opportunity is afforded 
these students to file their names 
with the Placement Bureau of the 
Society. 


Production for Victory Meeting 


On June 15, 1942, the Society held 
a special meeting in cooperation with 
the New York, Brooklyn, Newark, 
New Jersey, and Greenwich, Con- 
necticut, chapters of the National 
Association of Cost Accountants on 
“Production for Victory.” The pur- 
pose of the meeting was to give both 
large and small business enterprises 
not now engaged in war production 
first-hand information from Army 
and Navy officials as to the part 
they can play in the war production 
program. The text of the addresses 
given by these officials is printed in 
this issue. 


Accounting Scholarship Awards 


During the months of May and 
June, the Society awarded prizes to 
students in sixteen colleges and uni- 
versities located in the State of New 
York and registered by the State 
Education Department under Article 
1498-a of the State Education Law. 
In institutions graduating not more 
than twenty-five students with majors 
in accounting, one prize of $25 and a 
certificate was presented ; in the case 
of institutions graduating more than 
twenty-five students with majors in 
accounting, two prizes and certifi- 
cates were awarded. 

Most of the presentations were 
made by an officer of the Society, an 
officer of the local chapter of the 
Society, or a member of the Educa- 
tion Committee. A few of the insti- 
tutions’ commencement programs 
did not allow for a formal presenta- 
tion by a representative of the Society. 

In order to be eligible for a prize, 
it was necessary for the students to 
meet with the following requirements : 
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The student had to 

1. Be a member of the current 
graduating class. 

2. Have completed the entire ac- 
counting curriculum required for 
the degree with a major in ac- 
counting (not less than 24 se- 
mester hours). 

3. Have received the highest gen- 
eral average mark in all account- 
ing courses (and second high- 
est in schools to which two 
prizes were assigned). 

+. Be a desirable candidate for 
admission to the profession of 
public accounting. 


The Board ruled that the prizes 
were to be awarded at spring gradua- 
tion only, and for the purposes of 
this award, students graduating in 
February and June be combined in 
one group. 

The following is the list of prize 
winners and their respective colleges 
or universities: 

ST. BONAVENTURE COLLEGE 

(Department of Commerce) 
John M. Ritter 

CANISIUS COLLEGE 

Norbert James Winkler 
COLLEGE OF THE 
CITY OF NEW YORK 


(School of Business and Civic Administration) 
Leo Itzkowitz 
Daniel Schechtman 
CLARKSON COLLEGE OF 
TECHNOLOGY 


(Department of Business Administration) 
Donald Silas McIntyre 
CORNELL UNIVERSITY 
(Department of Hotel Administration) 
Frederick R. Haverly 
COLUMBIA UNIVERSITY 
(School of Business) 
Frances Wasserman 
Gerald Crowningshield 
FORDHAM UNIVERSITY 
(School of Business) 
Edward Michael Darcey 
Harry Joseph Bain 
ST. JOHN’S UNIVERSITY 
(School of Commerce) 
Charles William Maurer 
Walter R. Knortz 
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LONG ISLAND UNIVERSITY 


(College of Arts and Sciences) 
Emanuel Friedman 
MANHATTAN COLLEGE 


(School of Business) 
James S. Orlowski 
NEW YORK UNIVERSITY 
(School of Commerce, Accounts, and Finance) 
Robert G. Rothwell 
Michael Teach 


NEW YORK UNIVERSITY 


(Graduate School of Business Administration) 
Stephen Van Nest Powelson 
Benedict H. W. C. Lau 

NIAGARA UNIVERSITY 

(College of Business Administration) 
Joseph Jerome McDonald 
Robert Arthur Brayer 

PACE INSTITUTE 
Charles William Schierenberg 
Richard M. Barth 
SYRACUSE UNIVERSITY 


(College of Business Administration) 
Alan S. Silver 
Bernard Whitbread 


UNIVERSITY OF BUFFALO 


(School of Business Administration) 
Lester Henry Otterman 


Letters have been received by the 
Society, both from the prize winners, 
and the institutions themselves, ex- 
pressing their appreciation for the 
awarding of the prizes which the 
Society has made possible. Considera- 
tion is being given by the Board of 
Directors to making this an annual 
award. 


Tennis Tournament 


As announced in the June bulletin, 
the tennis tournament which was 
scheduled to be played on June 2nd 
at the Ninth Annual Outing at West- 
chester Country Club in Rye, was 
postponed until June 12th, and was 
held on that date at the West Side 
Tennis Club in Forest Hills, New 
York. Alexander Jablow, 1941 champ- 
ion, retained the Leidesdorf Tennis 
Trophy by defeating Armand L. 
Bruneau, 10-8, 6-1. George Jablow 
was the winner of the consolation 
prize and Armand L. Bruneau won 
the runner-up prize. 
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Ninth Annual Regional Conference 


The Ninth Annual Regional Con- 
ference of the Society was held on 
June 26-28, 1942, at Hotel Saranac, 
Saranac Lake, New York. The Con- 
ference was sponsored by the Albany, 
Buffalo, Rochester, and Syracuse 
Chapters, and large delegations from 
each of these Chapter cities, as well 
as New York City, attended. 

J. Arthur Marvin, Acting-Presi- 
dent, was General Chairman of the 
Conference, which opened Friday 
morning, June 26th. It was the gen- 
eral consensus of opinion among 
those present that the program: was 
timely and well presented. It is ex- 
pected that some of the papers will 
be published in the August issue of 
this publication. 

The program of the Conference 
follows: 


FRIDAY, JUNE 26TH 
Morning Session 
Subject: “Problems Resulting from 
War Production Board Require- 
ments — Production Require- 
ments Plan.” 


Discussion Leaders: 

William R. Donaldson, Chair- 
man, Special Committee on 
Wartime Problems. 

Benjamin Greenberg, Chairman, 
Special Technical Committee 
on Priorities. 

A representative from the Region- 


al Office of W.P.B. 


Afternoon Session 
Subjects: “Maximum Amount of 
Interim Work Possible before 
the Year-end Audit.” 
“Wartime Problems in Con- 
nection with Financial State- 
ments Renegotiation of Contracts.” 


Discussion Leaders: 

James F. Hughes, Past Presi- 
dent of the Society, Henry A. 
Horne, Vice President-Elect. 

Simon Loeb, Chairman of Com- 
mittee on Cooperation with 
Credit Men. 
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George N. Farrand, Research 
Assistant, American Institute 
of Accountants. 


Evening Session 
Subject: ‘Problems Resulting from 
Office of Price Administration 
Requirements.” 


Discussion Leaders: 

William W. Werntz, Chief Ac- 
countant of S.E.C. and Con- 
sultant to the Office of Price 
Administration. 

Walter Mitchell, Jr., Director of 
Research of Dun & Bradstreet. 


SATURDAY, JUNE 27TH 
Morning Session 
Subject: “State and Federal Tax- 
ation.” 


Discussion Leaders: 

Walter A. Cooper, Chairman of 
Committee on Taxation, Ameri- 
can Institute of Accountants. 

Maurice Austin, Vice Chairman 
of Committee on Taxation. 

3enjamin Harrow, Vice Chair- 
man of Committee on State 
Taxation. 


Afternoon Session 
Competition for 
F. H. Hurdman Trophy for Chap- 
ter Golf Teams 
Victor H. Stempf Low Gross Golf 
Trophy 
James F. Hughes Low Net Golf 
Trophy 
Evening 

At the evening session, J. Arthur 
Marvin spoke briefly on the account- 
ant’s responsibility under wartime 
conditions, and prizes for the golf 
tournaments were awarded. 

An important part of the Confer- 
ence was the sports program. The 
Victor H. Stempf trophy for low 
gross score in golf was won by 
Fred Wilkinson of Syracuse. and the 
James F. Hughes trophy for low net 
score was won by Carl Thomy of 
Rochester. The Syracuse Chapter 
team, whose members were Fred 
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Wilkinson and Erwin Liegel, again 
won the Frederick H. Hurdman golf 
trophy for chapter team competi- 
tion. Other prizes were awarded to 
Messrs. R. Douglas Campbell, Erwin 
Liegel, Stanley Frederick, Robert M. 
Leng, Ralph Franclemont, Charles 
Carr, Raymond J. Hannon, Vincent 
H. Maloney, and William Erpenbeck. 
Door prizes were won by A. Henry 
Baum, Samuel Singer, and Herman 
A. Miller. 


Special Committee on Priorities 


Listed below are the members of 
the newly-formed Special Commit- 
tee on Priorities: 

Benjamin Greenberg, Chairman 
Roy M. Abagnale 

A. Henry Baum 
Abraham Baumgarten 
Herman Jaffe 

Samuel Kaplan 
Cornelius V. McGinity 
Harold J. Meagher 
Allan S. Payne 
Maurice S. Preville 
Simon Worms 


The immediate and present activity 
of the Committee was outlined at 
the first meeting as follows: 

1. To ascertain as speedily as 
possible all the requirements of the 
WPB and the OPA if such is feasi- 
ble with respect to the reports re- 
quired by them affecting priorities, 
inventories, and financial reports and 
the like. 

2. To contact representatives of 
the several boards and to invite them 
to meet with the Committee for pur- 
poses of obtaining the proper ex- 
planations of the objectives aimed 
at by these several boards. 

3. Committee to invite comments 
and suggestions from the members 
as to how the Special Technical 
Committee on Priorities can best 
help, aid and serve them. 


Howard C. Pretch 
Howard C. Pretch, a member of 
the Society since 1929, died on June 
17th after an illness of several months. 
He is survived by his wife. 
| AERTS EE 
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Introductory Remarks by J. Arthur Marvin, C.P. A. 
Acting-President of the New York State Society 
of Certified Public Accountants 


S Acting-President of the New 

York State Society of Certified 
Public Accountants, I take a great 
deal of pleasure in welcoming you 
gentlemen to this Production for 
Victory meeting. 

We have arranged this meeting 
in cooperation with the New York, 
Brooklyn, Newark, New Jersey, and 
Greenwich, Connecticut, chapters of 
the National Association of Cost 
Accountants, and in cooperation also 
with the War and Navy Depart- 
ments. 

Officers of both the Army and the 
Navy have given of their valuable 
time to come here and outline for 
us this evening the processes by 
which both large and small business 
enterprises can be converted most 
readily for the production of essen- 
tial war commodities, or for the per- 
formance of essential war time serv- 
ices. 

I might explain that this meeting 
had its inception several weeks ago 
with one or two of the members of 
the New York State Society of Cer- 
tified Public Accountants who have 
been called into active war service. 
They felt that the time of both 
government and business might be 
saved by compressing into one meet- 
ing of this nature, what otherwise 
would call for a long series of indi- 
vidual meetings and conversations 
between company and governmental 
representatives. We have a situa- 
tion in which virtually everyone is 
anxious to contribute his share to 
the winning of the war, and if pos- 
sible, to producing the material and 
equipment that will help win the 
war. But many in business and in- 


dustry have not known exactly how 
to proceed. Some possess companies 
and plants devoted to articles re- 
quired by the normal, peace time 
markets. Consumption of some of 
these articles is being restricted, or 
production is being curtailed. They 
have not known what war commodi- 
ties could be produced most readily 
with their facilities, or how the nec- 
essary adjustments could be made 
in order that they might swing into 
the war program, keep their workers 
employed, and contribute toward vic- 
tory. I note that this meeting comes 
at a time when appeals are being 
made by: the Commerce and In- 
dustry Association of New York for 
an increased volume of war work 
for this area to prevent unemploy- 
ment resulting from the restrictions 
being placed on the manufacture of 
peace time products. 

Our role in this situation has been 
that of an intermediary, and I hope 
a helpful intermediary. Being in 
contact with the managements of 
numerous businesses, the members 
of the accounting societies felt they 
could perform a constructive war 
time service if they acted on the 
original suggestion and brought to- 
gether a group of business execu- 
tives to whom the question of gov- 
ernment contracts and sub-contracts 
is important, and a group of account- 
ants who are closely interested be- 
cause of the part they must play 
in the conversion of any business 
from one type of production to 
another, into a general Production 
for Victory meeting, where they 
could obtain first hand information 
on their problems, direct from offi- 


These addresses were presented at a special meeting of the Society on June 15, 1942. 
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cers of the Army and Navy. The 
principal purpose is to give business 
organizations not now engaged in 
war production an authoritative 
guide as to just how they may 
ascertain what types of material are 
needed which they can produce most 
readily, and what steps are then nec- 
essary to obtain contracts and get 
this production moving ahead promptly. 
We have done this so that business, 
either large or small, need not re- 
main uncertain as to the part it can 
play in the production effort. 


I want to thank the members of 
the State Society and of the four 
chapters of the National Association 
of Cost Accountants for inviting and 
bringing executives of their client 
companies to this meeting tonight. 
I also want to express on behalf of 
these societies the great appreciation 
we feel to the War Department and 
the Navy Department for the inter- 
est they have taken in this occasion 
and for designating the high rank- 
ing officers to come here and dis- 
cuss this subject with us. 


Tax Amortization Procedure 


By LiEuTENANT COLONEL GeEorRGE H. Foster, S.C., 
Headquarters, Services of Supply 


arly in the summer of 1940, our 
country began rearming in order to 
be prepared to defend democracy 
from the ruthless advocates of Force 
and enslaved labor. To all familiar 
with the problems of producing the 
armaments necessary to ensure ad- 
equate defense, it was apparent that 
the capital investment required would 
be enormous. Where was this to 
come from? Industry as a whole is 
patriotic, cooperative and enterpris- 
ing. To expect a contractor, however, 
to expand his plant capacity on a 
large scale with the risk of a sudden 
cessation of the emergency demand 
for goods, leaving him with an idle 
factory on his hands, is asking too 
much. Some assurance that the cost 
of plant expansion might be recouped 
during the useful life of the facility 
had to be given. 

The Treasury Department through 
its Internal Revenue service, as well 
as many others, thought that the ex- 
isting provisions of current revenue 
laws were not sufficiently elastic to 
afford such assurance. Depreciation 
rates had unfortunately become some- 
what rigid. Furthermore, the entire 
theory of depreciation based upon 
obsolescence could not be relied up- 
on as a suitable guide for emergency 


facilities. This theory depended up- 
on a definite showing of lack of use- 
fulness, a showing which often could 
not be made with respect to such 
facilities. 

While it was felt that some princi- 
ple would have to be adopted con- 
forming as closely as possible to the 
ordinary principle of depreciation, 
it was recognized that it would have 
to take into consideration the special 
circumstances attending the emer- 
gency. For unless this were done, 
the loss, if any, arising from the les- 
sened value of a facility would be 
chargeable only against the surplus— 
the undistributed income of past years. 
But the expected rates of taxation 
plus the profit limitation provisions 
of the Vinson-Trammell Act would 
prevent accumulation of any surplus 
sufficient to offset the expected 
charges against it. 

All of these problems were ever 
present in the minds of those to 
whom the War and Navy Depart- 
ments had of necessity to turn for 
the engineering skill and the “know 
how” of building the tools of War. 
It was, of course, suggested that the 
Government should finance the nec- 
essary plants and assume the risk. 
Aside from the financial strain such 
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a general practice would entail, there 
were many other and cogent reasons 
why the expansions should be integ- 
rated into existing plants. 

Amortization of War Facilities 
was first considered with considerable 
reluctance. The experience with the 
amortization provisions of the Rev- 
enue Act of 1918 did not afford any 
assurance of a happy solution. The 
interminable delay, reopening and 
reconsideration and litigation of 
claims founded on the 1918 Act 
argued strongly against its repeti- 
tion. As you no doubt recall, that 
Act provided for a write-off of the 
loss of the useful value of facilities 
erected after April 6, 1917, for the 
production of articles contributing 
to the prosecution of the War. There 
were many defects in that law, but 
something had to be done. A new 
law avoiding the defects of the old 
had to be written. 

It was proposed that instead of 
applying the usual “obsolescence 
standard’”—i.e. loss of useful value— 
that the entire cost of a facility or a 
predetermined percentage thereof be 
written off regardless of obsoles- 
cence. This required a time factor 
and although we were not then ac- 
tually engaged as participants in the 
war, a period of five years was con- 
ceived as a reasonable expectation 
of the duration of the emergency. 
One defect of the 1918 Act was the 
lack of certainty as to what facilities 
were subject to amortization. It was 
proposed in the new law to eliminate 
this uncertainty by determining such 
facilities in advance by means of cer- 
tification. Certification even before 
construction was the original plan, 
but this was found inadvisable and 
a provision was inserted by amend- 
ment to provide for the filing of an 
application within a fixed time after 
the beginning of construction. As 
the War and Navy Departments had 
not waited for perfection in statu- 
tory provisions before starting the 
defense program, an arbitrary date 
had to be fixed after which con- 
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struction would be deemed to be in 
the interests of national defense. In 
the original draft, the date of the 
White House announcement of the 
adoption of the policy was used, vis. 
July 10, 1940. For other reasons, 
which we need not consider, the date 
of June 10, 1940 was finally fixed 
upon. The bill as originally drafted 
by the Treasury officials and passed 
by the House was a splendid effort 
and, in my opinion, if enacted would 
have cured the defects of the 1918 
Act and produced a method which 
the Under Secretary of War had 
hoped for—“a basis, fair both to the 
Government and to the contractor.” 

The changes made during the 
course of the bill through Congress 
resulted from an attempt to recon- 
cile two critical views of the Treas- 
ury draft. One was that the origi- 
nal draft was too strict and would 
not accomplish the desired invest- 
ment of private capital, and the 
other that amortization in its broad 
and generally accepted meaning 
might result in the Government pay- 
ing for plants and giving them 
away. 

Subsection (i), conditioning amor- 
tization upon certificates of adequate 
protection of the interest of the Gov- 
ernment or certificates of non-re- 
imbursement for facilities in Gov- 
ernment contracts, resulted from 
the reconciliation attempt. There 
was no difference of opinion as to 
the need of adequately protecting 
the Government’s interest. The ques- 
tion was whether this should be left 
to the contracting parties to solve 
based on the particular situation, or 
whether there should be a legisla- 
tive rule applicable to all cases. The 
resulting compromise, as is so often 
the case, produced almost insuper- 
able administrative difficulties which, 
fortunately, have now been removed 
by the repeal of Subsection (i). 

As a result of three Joint Resolu- 
tions amending it, the present Act, 
while still conforming to the ap- 
proved practice in Revenue laws of 
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being prolix, is really not compli- 
cated in operation. Its pitfalls are 
few. Essentially, it provides that 
for facilities certified as necessary 
for the war effort—any corporation 
may deduct each -year in comput- 
ing net income, one-fifth of the cost 
of such facilities, provided an appli- 
cation for the certificate is filed with- 
in six months of the beginning of 
the construction or date of acquisi- 
tion of the facilities. Provision is 
made for a shortening of the period 
of 60 months, in event of termina- 
tion of the emergency period before 
the 60 months have expired, or if 
within such period, the Secretary 
certifies that the facilities are no 
longer necessary to the war effort. 
The deduction, at the election of the 
taxpayer, may begin with the month 
following the month of completion 
of the facilities or at the beginning 
of the next taxable year. Election 
is made by a statement to that effect 
in the return for the year in which 
the amortization is to start. Amor- 
tization may be terminated and nor- 
mal depreciation started at the elec- 
tion of the taxpayer at any time by 
filing a statement to that effect with 
the Commissioner of Internal Rev- 
enue. Having once elected to ter- 
minate the amortization deduction, 
the taxpayer may not renew the de- 
ductions unless there is a shorten- 
ing of the period as above indicated. 

If there is a termination of the 
emergency period during the five 
vear period, whether or not the tax- 
payer is taking amortization, he may 
elect to amortize the certified facili- 
ties over such shortened period, with 
power to require reopening of re- 
turns otherwise barred by limita- 
tions. 

Those are the essentials of the 
Act so far as its operation is con- 
cerned. 

Applications for certification are 
made to either the War or Navy 
Departments depending upon which 
department is more interested in the 
product of the facilities. Applica- 
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tion forms have been jointly adopted 
and close liaison is maintained be- 
tween the two departments, appli- 
cations filed in either department 
being processed by either certifica- 
tion unit as agreed between them, 
thus saving the filing date. 

Although the operation of the 
Act is simple, its administration has 
caused the certification units con- 
siderable difficulty. 

In the first place Congress has 
stated that the amortization deduc- 
tion shall be applied to facilities cer- 
tified as ‘‘necessary in the interest 
of national defense.” No further cri- 
terion is laid down by Congress. 
The Tax Amortization Units were 
faced with the development of a 
policy to meet those general terms. 

At the time the Act was passed, 
October, 1940, the nation was not 
at war; but France had fallen, Hitler 
had overrun most of Europe, and 
the situation in England was criti- 
cal. We were actively engaged in 
mending our defense deficiencies 
and building up a Navy. How ex- 
tensive our defense effort would be 
depended upon appropriations from 
Congress and directions from the 
President. 

If any of you were asked to ar- 
range for such a meeting as this one 
tonight, you would naturally ask— 
how many are expected to attend? 
How big a hall must we have? Are 
we to prepare the food? Must we 
prepare entertainment, etc.? In other 
words, what shall be the extent of 
our preparations? If the answers to 
those questions could not be ap- 
proximated, you would find your- 
selves in a position somewhat simi- 
lar to ours when we began adminis- 
tering the statute. 

How large an Army and Navy 
were to be provided with munitions? 
Must we have the arms, munitions, 
ships, planes and tanks this year, 
next year, or the year after? With- 
out definite answers it was not pos- 
sible to determine with any reason- 
able assurance of being right that 
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a given expansion was necessary. 
Recourse was had to the various con- 
tracting officers who were naturally 
familiar with the extent of war 
orders being placed and the avail- 
able capacity for fulfillment of those 
orders. As time went on a rough 
picture began to form. The war 
effort, particularly after Pearl Har- 
bor, became so extensive that in 
many fields the entire potential pro- 
ductive capacity of the country was 
obviously necessary. The picture, 
while changing, is sharper and clearer 
today. Not because we have all the 
productive capacity we desire, but 
because of a feeling that the mate- 
rials necessary to increase produc- 
tive capacity are also needed in large 
quantities as raw materials for battle 
supplies. Therefore, from here on 
the problem is not merely what ca- 
pacity do we need, but can new ca- 
pacity be developed without the use 
of those materials which become an 
integral part of the battle supplies. 
The primary question in a large 
number of cases will be, is the ex- 
pansion sufficiently important to 
justify the use of critical material. 
The trend is definitely to produce 
now, rather than use material to 
create larger capacity for produc- 
tion some months or years hence. 
Our participation in the war is so 
tremendous and taxing in its de- 
mands that whatever doubts we may 
have had when we certified certain 
facilities, if they are now producing 
actual war supplies, we feel we were 
probably right in deciding in favor 
of certification. 

One aspect of certification that 
appears to have been misunderstood 
was the policy of refusing to con- 
sider cases from the standpoint of 
the individual program of any one 
company. The question of need of 
the particular company for the ex- 
pansion was subordinated to the 
question of need for expansion in 
the industry as a whole. It was 
early laid down as a national policy 
that war work must be spread widely 
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throughout industry for two rea- 
sons: first, so as to utilize every 
bit of productive capacity; second, 
so as to give as wide a distribution 
of war work as possible. It was 
felt that this policy would be en- 
couraged by denying certification of 
an expansion where the applicant 
could have subcontracted the work 
to others who might not be utiliz- 
ing their full capacity. Thus, we de- 
veloped the view that the need for 
expansion in the industry was the 
test, rather than the need of any 
individual company. Whatever may 
be said of this policy as applied to 
individual cases, we believe that it 
is and was sound, and that it has 
tended to spread the work. 

We were also faced with the ques- 
tion of replacements. Replacements 
were presented to us in many forms. 
We were asked to certify the cost 
of replacing machines or boilers or 
furnaces, which by reason of normal 
physical depreciation had become 
uneconomical. Sometimes the re- 
placement did not increase the over- 
all capacity, sometimes in cases of 
machines, it prevented stoppage of 
work due to breakdown. One early 
case we had was where a plant had 
been destroyed by fire. The com- 
pany applied for a certificate to cover 
the cost of replacement. In that par- 
ticular industry, it was probably true 
that there was, even before the de- 
struction of this plant, an inade- 
quate capacity. Some argued that 
the company would have replaced 
the destroyed facility out of reserves 
or insurance money whether or not 
there was a war. On the other hand, 
it was pointed out that the company, 
in view of the tax situation, might 
not have been willing to replace 
without the benefits of amortiza- 
tion. While we solved the particular 
case satisfactorily, that and similar 
cases persuaded us to the view 
which we now hold, that replace- 
ments will not be certified had they 
been required at or about the time 
made, regardless of the war. 
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Another interesting point raised 
by the amortization statute relates 
to land. Land has never been con- 
sidered depreciable, but Section 124 
of the Internal Revenue Code defines 
emergency facilities so as to include 
land. Just what treatment will be 
accorded the proceeds of the sale of 
land after it has been fully amor- 
tized, is a problem for future deci- 
sion by the Commissioner of Internal 
Revenue. Whether the Commission- 
er will treat this as a capital gain 
and taxable as such, or ordinary 
gain arising out of the sale of prop- 
erty used in trade or business, can- 
not be determined. In connection 
with land there is the fact that we 
do not certify for amortization the 
cost of assets that are normally re- 
coverable by depletion. While deple- 
tion and depreciation have much in 
common, they do have differences. 
The Act provides for a deduction for 
amortization in lieu of the deduction 
provided for in Section 23(1). De- 
pletion deduction is not so provided 
for and there are factors entering in- 
to the determination of depletion de- 
ductions which tend to take the 
question outside the theory of amor- 
tization. Therefore, in the absence 
of clear direction in the Act, deplet- 
able assets are not included within 
the scope of certification. 

In some few cases, going concerns 
have been acquired. Now, of course, 
it might well be that the facilities 
thus acquired are necessary and use- 
ful for the war, but the inquiry 
then is, was the acquisition necessary ? 
Could not the facilities have been 
utilized by the former owner without 
the applicant having acquired them? 
In other words, does mere change of 
ownership justify certification? Ob- 
viously, it does not. We have estab- 
lished as a basic policy that in- 
creased usefulness to the war effort 
must be shown before an applicant 
who acquires an entire plant is en- 
titled to certification. 

Throughout the administration of 
the statute, we have had cases, for 
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example, where facilities were start- 
ed early in 1940. The original plan 
was for some commercial, as dis- 
tinguished from war use. However, 
at completion of construction the ever- 
increasing emergency made necessary a 
change in plans, and the company now 
proposed to devote the newly-con- 
structed plant to war work. While 
motive, as such, does not usually 
serve as an element in determining 
necessity, we cannot blind ourselves 
to the facts. As an illustration a 
company proposed and started early 
in 1940 a plant for the production of 
ordinary gasoline. Such gas is gen- 
erally referred to as 91 Octane gas. 
There was not then, nor is there 
now, any shortage in the produc- 
tive capacity of this grade of fuel 
—even though some of you who 
are walking to work may wince at 
these words. That same plant, how- 
ever, with certain changes could be 
utilized in the production of high- 
powered airplane gas, known as 100 
plus Octane. Now while at the time 
of building the plant there was no 
shortage of capacity for the produc- 
tion of 100 plus Octane gas, present 
needs for this high-powered fuel 
have increased so enormously that 
the applicant planned to convert his 
unit for the production of 100 plus 
Octane gas. We were prepared to 
certify the cost of such conversion, 
but as to the cost of the original 
plant built to produce 91 Octane gas, 
we did not feel justified in certifying 
it for amortization purposes. It 
should be pointed out that we did 
not decide this case on the basis of 
the applicant’s motive, but rather on 
the fact that the plant he originally 
built was not necessary in the war 
effort and thus only the cost of con- 
verting it to a war essential produc- 
tive unit was eligible for certification. 
In determining necessity as we 
have just seen, motive is not a con- 
trolling factor. We also do not in- 
quire into the usefulness of a facility 
after the emergency is over. For it 
was the basic uncertainty of such 
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usefulness, the inability to determine 
it, that prompted the enactment of 
the Act. Another factor which we 
do not consider is the method of 
financing. We are not concerned with 
the source of the money; we are con- 
cerned with the question as to whether 
the facility contributes to and is nec- 
essary for the war effort. 

One type of case gets our very 
careful scrutiny. That is the case of 
acquisition by a corporation of the 
assets of its subsidiary or affiliate. 
This might be by a parent corporation 
from a subsidiary or by one subsid- 
iary from another. The corporate 
set-up is invariably inquired into 
and a strong showing of the need for 
acquisition by way of increased use- 
fulness must be made before any 
such case receives our blessing. You 
will note the similarity of our rea- 
soning here with that applied to the 
case of acquiring a going concern. 

Due to the wording of the Act and 
the greater familiarity of the Com- 
missioner of Internal Revenue with 
many problems related to it, we have 
left to him certain important deter- 
minations in connection with its ad- 
ministration. The Act says that the 
certificate shall be of no effect unless 
the application is filed before the ex- 
piration of six months after the “be- 
ginning of such construction, recon- 
struction, erection, or installation 
or the date of acquisition.” These 
words are so indefinite that we have 
divided the functions as follows: 
the Tax Amortization units will cer- 
tify the date of application; the 
Commissioner of Internal Revenue 
will determine the date of beginning 
of construction or acquisition. This 
solution is eminently fair from the 
standpoint of the taxpayer since while 
an unfavorable decision by us would 
probably not be legally reviewable, 
an adverse decision by the Commis- 
sioner is subject to review by the 
Board of Tax Appeals and the 
Courts. Likewise we leave to the 
Commissioner the determination of 
the cost of construction incurred 
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after june 10, 1940, in connection 
with a project that was started 
before june 10, 1940. Also we leave 
to him the determination of actual 
cost of facilities certified. It is be- 
lieved that desirable uniformity is 
achieved by placing these matters 
in the hands of the Commissioner's 
trained personnel. 

All these points are covered in 
general in the Regulations prescribed 
jointly by the Secretary of War and 
the Secretary of the Navy with the 
approval of the President. Copies 
of the Regulations can now be ob- 
tained from either of the two certi- 
fying units. 

We have certified over two billion 
dollars worth of privately financed 
facilities. These certificates have 
gone to approximately 4100 com- 
panies—3328, Army and 866, Navy. 
Present cases have included facili- 
ties for the storage of grain, railroad 
and bus transportation, canneries, 
egg and milk drying facilities as well 
as mines, paper mills, steel mills and 
parking areas. We have received ap- 
plications for and denied certifica- 
tion of mills to produce cigarette 
paper, air-conditioning of office space, 
office space for engineering firms, 
banking facilities and soft drink bot- 
tlers. In connection with the latter, 
we received an official verdict that 
no soft drink was necessary for na- 
tional defense. : 

As of June 9, 1942, the War Depart- 
ment has granted 6777 certificates. 
960 have been disposed of by denials 
or withdrawal of application. 

What of the future? 

3ecause of the scarcity of basic 
materials, we are convinced that 
there will be less expansion from here- 
on. May I reiterate, it has been 
thought wise to concentrate at the 
present time on turning out battle 
supplies, even at the expense of 
future productive capacity. We need 
the tanks, guns and planes that our 
factories turn out now more than 
we need additional factories for their 
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production in 1945. To effectuate 
this policy, a plan of limitation on 
use of critical materials has been 
evolved. It will hereafter be neces- 
sary to secure approval of all new 
construction before the needed ma- 
terials can be obtained. This is 
natural and a logical extension of the 
priorities plan and it will inevitably 
curtail further plant expansion. 


The Tax Amortization Section of 
the War Department will gladly con- 
fer with any applicant regarding the 
various phases of the work. The 
Navy Certification Unit joins me in 
assuring you that we are trying to 
handle this complicated administra- 
tive problem in a manner fair to 
both the Government and the tax- 
payer. 


Ordnance Production 


By Cotonet J. K. CLEMENT, Deputy District Chief, 
New York Ordnance Department 


The Ordnance Department, as you 
doubtless all know, is charged with 
the procurement of all materiel used 
in combat activities of the Army. In 
times gone by, this class of materiel 
consisted mainly of guns and am- 
munition for them, bombs, swords 
and bayonets. It was relatively sim- 
ple then. The mechanization of the 
Army has changed all that. Ordnance 
now includes not only many varie- 
ties and calibers of guns with num- 
erous types of ammunition for each, 
but many sizes and types of tanks, 
motorized gun mounts, armored cars 
and hundreds of small articles inci- 
dental to the employment of all these 
in battle. The increase in the quan- 
tity of Ordnance materiel required 
for modern troops is truly revolu- 
tionary. 

There was a time when most gov- 
ernments supplied the needs of their 
armed forces for materiel by a com- 
paratively few government-owned 
Ordnance plants. That has changed 
also. To adequately supply the 
armed forces of the nation today, it 
is necessary to use the entire pro- 
ductive capacity of the nation except 
the minimum required to sustain 
civilian life. 

These developments have _ pro- 
duced corresponding changes in the 
internal organization and operation 
of the Ordnance Department. Whereas 
at one time it was concentrated in 
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the nation’s capitol and most of its 
business transacted there, it became 
necessary to decentralize and estab- 
lish branches located adjacent to 
concentrations of industry, and to 
prepare plans for the utilization of 
such industry in Ordnance produc- 
tion. 

So, for the past twenty years the 
Ordnance Procurement Districts, of 
which the New York Ordnance Dis- 
trict is one, have been surveying 
manufacturer’s facilities located in 
their territories, making studies of 
the machine tool equipment and the 
manufacturing skills, both of man- 
agement and of labor in these plants. 
It was contemplated that these Dis- 
tricts would in time of War take on 
additional functions of inspection 
and acceptance of materiel, of pro- 
duction assistance and supervision, 
and possibly also procurement. 

Actual developments have fol- 
lowed very closely on these plans. 
When the Defense Program got un- 
der way, the Districts were first 
charged with the inspection of the 
work purchased by the arsenals and 
the Ordnance Department in Wash- 
ington. Then they were made re- 
sponsible for negotiations and placing 
contracts and, as the situation became 
more urgent, with production assist- 
ance to contractors and for bringing 
all suitable facilities into the produc- 
tion parade. Now manufacturers can, 
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in the District offices, carry on com- 
plete transactions from the first in- 
vestigation to determine what items 
their plant may be fit to produce, 
through the submission of bids, 
negotiation of a contract and its 
award, production of the materiel, 
including all necessary production 
assistance, and payment. 

There are very few organizations 
that have expanded in a short time 
as much as have the Districts in 
performing the work placed upon 
them. In my case, from a total per- 
sonnel of three, four years ago, the 
District has expanded to many hun- 
dreds—and, from performing merely 
planning activity, it is now adminis- 
tering contracts running into many, 
many, millions of dollars. 

\We have successfully solved the 
first big problem faced in this sit- 
uation. That was the creation of 
capacity to produce the particular 
items required. Ordnance materiel, 
as you will recognize, has no counter- 
part in normal peacetime production 
of industry. This is true even of the 
simplest items, such as a revolver. 
The problem was to find plants hav- 
ing the necessary machine tools, or 
a substantia! portion thereof, and 
skill in using similar materiels made 
to similar close tolerances. Additional 
machine tools had to be furnished 
to supply deficiencies so that the 
required quantities could be pro- 
duced. For some items entirely new 
plants had to be built. This applies 
particularly to production of explo- 
sives and loading ammunition items. 

We have now in production prac- 
tically all items that are needed. 
The problem of the moment, there- 
fore, is to increase that production. 
This consumes a great portion of 
our time and energy and is the spe- 
cial responsibility of a substantial 
group of employees in the office. 
We have production engineers and 
expeditors who assist contractors in 
solving problems of all kinds. They 
will help in securing deliveries of 
materiels. Others are experts in 
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suggesting methods to overcome 
machine tool shortages by adapta- 
tion of old machines ior special pur- 
poses or by substitution. We will 
give assistance in solving produc- 
tion processes. 

Effort is being concentrated on 
bringing into production every tool 
possible by adaptation and by sub- 
contracting. Sub-contracting is not 
new to us. Many of our important 
producers have sub-contracted a sub- 
stantial portion of their work from 
the beginning. The present situa- 
tion, however, requires that this be 
increased and that every tool—even 
when there may be but few in a shop 
—be brought into production. 

\Ve appreciate the difficulties in 
such a program. Many small shops 
are not accustomed to interchange- 
able manufacture, or to the close 
tolerances required in Ordnance ma- 
teriel. They do not have engineering 
staffs for estimating new products 
and for planning in the detail re- 
quired. In such cases, the prime 
contractor must furnish the engi- 
neering and production planning 
needed by its sub-contractors, or 
the New York Ordnance District 
itself will furnish such assistance. 
We have a special section estab- 
lished for that purpose, which has 
been in operation for some time with 
gratifying results. 

We have recently established a 
committee of machine tool experts in 
the New York Ordnance District, 
and other Districts have done like- 
wise, whose sole function is to assist 
contractors in solving difficult tool 
problems. This committee will study 
situations, and suggest solutions by 
adaptation, substitution and_alter- 
nate sources or combinations of 
them. It is composed of men of 
varied and broad experience so that 
we are able to focus on our knotty 
problems a combined judgment of 
high order. 

In performing contracts, we find 
three steps of particular importance 
which are imperfectly performed all 
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too often. This applies in some in- 
stances to companies with what is 
ordinarily considered fairly good 
management. 

First, there is the need for complete 


and detailed planning of require- 
ments. This must include not only 


all materials, component parts, and 
machine tools, but every jig, fixture, 
tool and manufacturing aid required 
for complete production,and all labor 
and transportation needed. These 
must be planned in infinite detail. 

Second, is the need to set all these 
items into a time schedule. This 
must be done in the same detail as 
the listing of items themselves. Fail- 
ure to do so has resulted fre- 
quently in delayed or decreased pro- 
duction due to absence of some manu- 
facturing aids difficult to procure in 
these times, but which ordinarily 
would present no problem at all and 
which were therefore not planned 
for in advance. 

Third, is the need for production 
control of all components and opera- 
tions. This again must be carried 
to a degree often considered unneces- 
sary in peace-time production. It 
must be carried down to the small- 
est components. It has become so 
important that we have set up in our 
District Office a rather large and, ] 
believe efficient group of production 
engineers and expeditors, devoting 
their full time to helping our con- 
tractors in this activity. 
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Perhaps the phase of work that 
would be of most interest to you 
gentlemen is that of auditing of con- 
tractor’s accounts and payments 
based thereon. The principal type 
of contract written by the Néw York 
Ordnance District has been the fixed 
price—othewise known as lump sum 
—contract. These contracts have 
been placed on a negotiated basis. 
It will be obvious to practicing pub- 
lic accountants that an adequate sys- 
tem of cost accounting must be in 
operation or be installed in order to 
arrive at proper basic cost to insure 
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the contractor that he will be able 
to produce for the price quoted and 
at the same time insure the Govern- 
ment that the prices quoted do not 
contain an undue element of profit 
or expenses that are not purely ap- 
plicable to the cost of production. 
The installation and supervision of 
the operation of these cost records 
is a task calling for the best efforts 
of the public accountant. 

Such cost records should be sus- 
ceptible to a breakdown in sufficient 
detail to enable the Government ne- 
gotiator to make detailed compari- 
sons of the contractor’s proposal 
with similar work by other plants. 
In many instances prices have been 
negotiated based on estimates only 
because of the urgent necessity of 
getting production into full swing, 
and of the lack of experience with 
this specialized work. Because of 
this condition, it has been deemed 
advisable to introduce the principles 
of renegotiation and redetermina- 
tion of prices and to rewrite con- 
tracts on an equitable basis. This is 
a new departure which is meeting 
with general approval of the con- 
tractors who, while they feel that a 
reasonable profit is necessary, do not 
want to extort from the Government 
undue profits. 

In the past, this principle of re- 
negotiation has been upon a purely 
voluntary basis and one of agree- 
ment between the contractor and 
the contracting officer, but in con- 
tracts now being written, it is man- 
datory to include the renegotiation 
clause. 

Much has been written and there 
have been many discussions about 
protection to the contractor due to 
changes in economic conditions in 
large contracts which extend over a 
considerable period of time. This 
contingency is guarded against by 
an Escalation Clause which protects 
the contractor against increases in 
the cost of raw material and labor 
costs, and the Government on labor 
and material price decreases. 
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The correct adjustment under 
these Escalation Clauses presents a 
problem where the public account- 
ant can be of very material assist- 
ance to his clients in assuring that 
their records are such as will clearly 
reveal the facts and that charges 
conform to the terms of the Escala- 
tion Clause. 

The Price Re-Determination Clause 
referred to contains a paragraph, 
as follows: “The contractor shall 
submit to the contracting officer 
separate statements of the actual 
cost of the production of the ‘Pre- 
liminary Run’ and the “Test Run’ 
itemized in the same way as the esti- 
mated cost stated above. Such state- 
ment shall be based upon the cost 
accounting system regularly utilized 
by the contractor and certified as 
correct by an independent public ac- 
countant or by two officers of the 
contractor. The contractor shall 
submit his books and accounts to 
such examination and audit as shall 
be requested by the contracting 
officer.” 

It will be noted that weight will 
be given to a certificate of cost 
signed by the independent public 
accountant. 

There are many manufacturers 
with good records for production 
whose plants are capable of produc- 
ing substantial quantities of ord- 
nance material and whose financial 
position could not bear the burden 
of large contracts. In such cases, 
advance payments of an amount 
sufficient to assist the contractor in 
financing the production may be se- 
cured. Normally such payments do 
not exceed 30% of the amount of 
the contract. There are certain pre- 
requisites to granting advance pay- 
ments in which the public account- 
ant can give valuable assistance to 
his client. 

It is required that a balance sheet 
be presented with the request for an 
advance payment. This must be 
sufficiently complete to show the 
financial condition of the company 
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and the need for funds. The Ord- 
nance District always feels safer 
when such Balance Sheet is certified 
as a result of an audit. To be of most 
value, these Balance Sheets should 
be accompanied by a Statement of 
Profit and Loss for at least the 
preceding year. It is also necessary 
that a Statement of the Budgetary 
Requirements for the Period of the 
Contract be presented and that sup- 
plementary budgets be presented 
from time to time covering require- 
ments for periods of 60 days, the 
purpose of the main budget being to 
show that, having been given an 
advance payment, there will be 
ample funds to insure completion of 
the contract, and deliveries within 
the specified dates. 

Advance payment is authorized 
either by including an Advance Pay- 
ment Clause in the main contract or 
by supplemental agreement, and 
such authorization covers the re- 
quirements throughout the life of 
the contract. It is obvious that the 
full amount of advance will not be 
required at first in many cases, and 
that in order to avoid idle funds, 
only such amounts as are required 
for 60-day periods are advanced 
from time to time until the maxi- 
mum amount has been advanced. 

The place of the public account- 
ant, particularly with reference to 
the smaller companies, is in seeing 
that the accounting system is such 
that it will clearly reflect that funds 
advanced are used only for the spe- 
cific purpose of the contract and not 
for the general purpose of the com- 
pany. 

Another type of contract is known 
as the Emergency Plant Facilities 
Contract. Under it facilities are 
purchased by the contractor and the 
contractor reimbursed by the Gov- 
ernment for each individual purchase. 
This requires specificially that, until 
completion, an annual report be cer- 
tified by a firm of independent ac- 
countants and also at completion 
that a final cost certificate be certi- 
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fied by an independent public ac- 
countant. This certification is norm- 
ally presented by a detailed audit of 
all transactions of procurement and 
costs of installation. More recent 
thought is to require monthly re- 
ports certified by the public account- 
ant in addition to those mentioned. 

Cost-Plus-A-Fixed Fee Contracts 
are used particularly in construc- 
tion work and only occasionally for 
procurement of ordnance. It is, 
therefore, not a substantial factor in 
our operations. 

The presence of so many of you 
gentlemen here testifies to your in- 
terest in contributing to the War 
effort. We have been told by our 
enemies that this would be a Total 
War and we are beginning to com- 
prehend what Total War is. We 


know it is fought not only by our 
combat forces, but by every citizen. 
Our job here at home is production. 
We must produce vaster quantities 
of implements of War than any na- 
tion has ever been called upon to 
produce, and we must do it in a mini- 
mum time. We must produce these 
for our own forces and for our allies. 
And, we must produce planes and 
ships to carry our men with thei 
equipment all over the world, where- 
ever they can get at our enemies, 
and to maintain them there. You 
gentlemen can advance this effort 
by seeing to it that the records of 
contractors are clear and complete 
so there will be a minimum of time 
and effort required to establish the 
justice of charges on the one hand, 
and of payments on the other. 


The Army Works with Industry 


By CoLtonEL Epwarp S. GREENBAUM, O. D., 
Office of the Under Secretary of War 


On June 14, 1940, the Nazis occu- 
pied Paris. The following day, re- 
plying to a belated appeal from the 
French, President Roosevelt said 
that we would do our utmost to 
supply planes, munitions and _ ar- 
tillery. A prominent American iso- 
lationist urged that we should not 
make gestures with an empty gun. 

That was two years ago today, 
and at that time there was a lot of 
truth in what that leading isola- 
tionist said. America had “an empty 
gun.” 

We then had less than 250,000 
men in the Army, we had an inade- 
quate supply of planes and weapons, 
we had only $2,000,000 to spend each 
month for our Ordnance produc- 
tion. 

Today our Army is rapidly ap- 
proaching the four million mark, 
every one of those soldiers is equipped. 
We are producing at a rate that 
would have sounded fantastic then. 
Today our Ordnance _ spending, 
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instead of $2,000,000 a month, is 
$2,000,000 every three hours. 

America’s guns are loaded now! 

This was achieved in great mea- 
sure because the Army had _ for 
twenty years been making plans to 
meet just such a situation, and be- 
cause representatives of industry 
were ready to do their part when 
the time came. 

As early as 1919, Army officers 
recognized that one of the major 
problems of another war would be 
the problem of production. Ameri- 
ca, without a huge peace-time muni- 
tions industry, would not be able to 
start suddenly turning out muni- 
tions for a highly industrialized war, 
without a definite and comprehen- 
sive plan drawn up in advance. 

We have no state armaments in- 
dustry, no Vickers Company, no 
Krupp factory, no Skoda Works and 
no Schneider Arsenal, to look to, to 
make the bulk of our weapons and 
ammunition when War comes. We 


565 








The New York Certified Public Accountant 


must depend on our civilian in- 
dustry. 

The Industrial Mobilization Plan 
was therefore drawn up by the 
Army. It provided the blueprint for 
changing from a peace-time to a 
war-time economy. Acting under it, 
the War Department compiled in- 
formation on the industrial facili- 
ties of the country, listed what fac- 
tories were manufacturing, their 
productive capacity, what machines 
and other facilities they contained, 
how long it would take them to 
convert, what war goods they were 
best fitted to make, and other im- 
portant information. The Ordnance 
Department paid the greatest part 
of this because the Ordnance De- 
partment has the biggest producing 
job in war-time, the job of produc- 
ing weapons and ammunition, for 
which, production facilities do not 
exist in normal times 

The worth of the Industrial Mobili- 
zation Plan has been proved. Most 
of the conversions it recommended 
have been made, and most of the 
legislation it projected is now in 
effect. 

Consider the operation of the In- 
dustrial Mobilization Plan as it ap- 
plied to the Ordnance Department. 

The Ordnance Department has 
six manufacturing arsenals and thir- 
teen district offices. The arsenals 
are experimental laboratories for the 
making of munitions. Some of them 
have been in existence for over a 
hundred years. One is devoted to 
powder and ammunition; another to 
tanks; another to rifles; another to 
heavy artillery; another to metal- 
lurgy: and another to small arms 
ammunition and optical goods. 

For over twenty years District 
offices, under a civilian chief and 
manned by regular Army personnel, 
engaged in a systematic study of all 
the available plants in their respec- 
tive districts. 

Through all this time small edu- 
cational orders had been given to 
qualified manufacturers, so that they 
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could in actual practice become ac- 
quainted with the problems they 
would have to face if war came. 

The district offices acted as dyna- 
mos to generate the power to con- 
vert peace-time industry into war 
industry. One of them is here in 
New York, at 80 Broadway, and its 
operating head, Colonel John K. 
Clement, is with us tonight. 

The result was that when the 
Ordnance Department got its initial 
green light in the summer of 1940, 
it was prepared to move forward. 
Conversion began. Plants that had 
been making elevators, sewing ma- 
chines, safety razors, type setting 
machines, bathtubs, mouse traps, 
cash registers and bottles, started 
making optical instruments, fire con- 
trol apparatus, recoil mechanisms, 
37 mm. shells, plugs for fuse holes, 
cartridge cases, 75 mm. shells and 
machine gun mounts. 

In the summer of 1940, we had 
plans and blueprints for tanks. Pilot 
tanks, or first models, had been 
made but we had neither the money 
nor the facilities to make tanks in 
quantities. The Nazi blitz of France 
had taught us things about tanks 
that we had not known before. We 
had to change our plans. By Sep- 
tember 1940, this had been done 
and the necessary funds had been 
made available. 

It is quite a job to build a tank. 
You start with 2600 sets of blue- 
prints, which weigh 1500 Ibs. There 
are 14,000 parts in a tank. A baby 
carriage manufacturer can’t build 
tanks. A builder of locomotives is 
about the only one who has facili- 
ties that could be made available 
for this purpose. By April 1941, the 
first tank came off the line and since 
then they have been rolling. 

You have heard it said that War 
Department contracts have been 
given to a handful of large com- 
panies. Let us test that statement 
in the case of a tank manufacturer. 

The prime contractor didn’t do 
that whole job. The armor plate 
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came from one manufacturer, the 
transmissions from another and the 
engines from another. The assembly 
was done by the prime contractor 
who also made the tank hull. 

In order to get the job done and 
center responsibility it is obviously 
necessary to select one principal con- 
tractor, with engineering skill and 
organization, to coordinate the pro- 
duction. 

In carrying out its task, one prime 
tank contractor had 344 subcon- 
tractors located in 18 different states. 
The value of the work subcon- 
tracted to them was approximately 
half the cost of the tank. These sub- 
contractors in turn had 1056 sub- 
subcontractors. So you see that al- 
though on paper it appeared that 
there was only one contract to a 
large manufacturer, there were ac- 
tually 1400 other businesses work- 
ing on that one job. 

That is not all. A tank isn’t worth 
much without guns, ammunition and 
other equipment. That tank needs 
machine guns, 37 mm. guns, 75 mm. 
guns with ammunition. It needs a 
radio and other equipment. All of 
these essential accessories were pro- 
duced by other manufacturers. 

Before a single tank was built, 
each one of these manufacturers 
had to solve difficult problems. The 
War Department and other govern- 
ment agencies worked with them. 
There was the problem of acquiring 
“know-how.” The Technical Staff 
of Ordnance Department and_ the 
engineering staff of the prime con- 
tractor worked with them on tech- 
nical difficulties. 

Then there was the problem of 
facilities. In the case of the prime 
contractor, an addition to the plant 
and more equipment were needed. 
These were acquired and constructed 
by the prime contractor with its 
own money. He was allowed to 
amortize the cost of the facilities 
over a 5-year period. Lt. Col. George 
H. Foster, in charge of this for 
the War Department, has explained 
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to you how this procedure operates. 
Many of you have handled similar 
cases. 

A supplier of machine tools needed 
a new plant and equipment for this 
and other jobs. An Emergency Plan 
Facilities Contract was entered into 
between the machine tool manu- 
facturer and the War Department. 
This contract, known as the E.P.F. 
contract, provided that the govern- 
ment pay the cost of the facilities 
in 60 equal monthly payments. The 
title of the facilities was taken by 
the manufacturer who was given 
the option to buy out the Govern- 
ment’s interest at the end of war 
business. 

The Defense Plant Corporation 
arranged with another manufacturer 
to take care of his facilities prob- 
lem by providing the facilities and 
leasing them to the manufacturer 
also with a purchase option. 

The facilities problem of another 
manufacturer was solved by hiring 
government-owned machinery from 
the War Department which was 
made available for this purpose. 

In such ways the government has 
given tremendous aid to manufac- 
turers. To date, the Defense Plant 
Corporation alone has contracted 
for over $7,000,000,000 worth of 
facilities. 

Some of the smaller manufactur- 
ers had difficulties of financing. Ar- 
rangements were made with some 
for advance payments. Formerly the 
amount of the advance payment was 
limited to 30 per cent of the contract 
price but this has been extended 
under the powers given the President 
by the First War Powers Act. 

In order to aid subcontractors who 
are not eligible for advance pay- 
ments, arrangements have now been 
made by which subcontractors can 
borrow money guaranteed by the 
Government for the performance of 
war contracts. The War Depart- 
ment as well as the Navy Depart- 
ment and Maritime Commission can 
enter into contracts with any Fed- 
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eral Reserve Bank, the Reconstruc- 
tion Finance Corporation, or any 
other financial institution guarantee- 
ing loans to persons engaged in busi- 
ness. Federal Reserve Banks be- 
come the agents of the War Depart- 
ment for this work, and War Depart- 
ment representatives will be at the 
Reserve Banks to aid the manutac- 
turers. 

The President has just signed a 
bill authorizing the creation of the 
Smaller War Plants Corporation. 
[It authorizes the Chairman of the 
WPB to take such action as will 
result in granting of Government 
contracts to business concerns oper- 
ating small plants, to provide them 
with sufficient incentive to engage 
in war production and to make such 
conversion of their plants as may be 
necessary. The Corporation has the 
power to make loans, purchase facili- 
ties, lease equipment and enter into 
contracts. This measure is an addi- 
tional step to aid smaller manufac- 
turers. But it must be obvious to 
all of you that there are many prob- 
lems which cannot be solved by the 
Government. Business large and 
small must face this fact. Indeed, 
the Government, of necessity, must 
take some steps which seem drastic 
and appear as an interference with 
business. For example, a year ago 
today the War Department was op- 
erating an important airplane plant. 
It had to take this over with 4,000 
troops in order to prevent interrup- 
tion of essential production which 
had been occasioned by disagree- 
ment between management and la- 
bor. The Army knew that it needed 
that plant and just had to keep it 
producing. The planes manufac- 
tured in that plant were the ones 
with which General Jimmy Doo- 
little bombed Tokyo. 

Last year it was difficult for the 
War Department to interest manu- 
facturers in war production. The 
work was hard and strange to them. 
Interest in war production was largely 
academic. The country was not yet 
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aroused to its danger. Many busi- 
ness men reflected this feeling and 
their motto was “business as usual.” 
In fact, for some, business was much 
better than usual. 

In January 1941, the Ordnance 
Department established display rooms 
in all of its district offices. These 
rooms contained hundreds of items 
which it was thought small manu- 
facturers could make. They ranged 
from large shells to tiny pieces of 
onionskin paper, yet few manufac- 
turers evidenced any interest. 

Towards the summer of 1941, how- 
ever, things began to change. The 
pinch of priorities began to be felt. 
Raw material was no longer avail- 
able and many businesses began to 
see the handwriting on the wall. 

Then started the clamor for war 
orders. The War Department did 
everything within its power to meet 
this situation. The War Depart- 
ment’s first responsibility is to get 
the best possible weapons and muni- 
tions at the best price in the quick- 
est possible time. It is fully con- 
scious of the hardships facing many 
business men, and will continue to 
do everything within its power to 


spread the work and to aid the small ' 


business man, but the fact remains 
that in time of war there will inevit- 
ably be many businesses that will 
suffer severely. 

We are at war and one of the in- 
evitable consequences is disruption. 
It has taken a long time for people 
to realize the simple fact that war 
affects everybody; the home, the 
family, and the business of every- 
body. Even as small a thing as the 
rationing of gasoline and rubber is 
being regarded by some as an intru- 
sion on the rights of an individual. 
It takes time to make people realize 
what war means. 

You, as accountants, are in daily 
touch with the many problems that 
your clients are called upon to meet. 
You are familiar with their busi- 
ness and you have knowledge as to 
what the Government can do to aid 
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them. You can be extremely help- 
ful to them by giving them guidance 
and advice based upon this knowl- 
edge and your experience. In view 
of the billions of dollars which are 
being spent today, you, as account- 
ants, have a new role—you are in 
the nature of fiduciaries. You are 
included among those who have the 
responsibility to see to it that the 
funds which have been and are being 
allocated for war production are 
spent on nothing else and that for 
every dollar spent the most is obtained. 

You can now render a new service 
in the work opened by the Produc- 
tion Requirements Plan which is 
scheduled to go into effect on July 
Ist. As you know, this contemplates 
providing a three months forward 
supply of material for a manufac- 
turer engaged in war work. It is 
hoped that it will eliminate much of 
the paper work which has existed in 
the past in connection with obtain- 
ing priorities. Your part in helping 
vour clients to obtain material will 
not be a small one. 

3ut there is another service and 
maybe an even more important one 
which you can render to your clients 
by pointing out to them the limits of 
what the Government can do to help 
and by explaining to them that in 
many cases neither the Government 





nor anyone else can help. 

The impact of the war on the life 
of each one of us and on the business 
of each of your clients is tremendous 
and will increase. In spite of what 
is happening today and the experi- 
ence of the past, the realization of 
the consequences of this fundamental 
fact is not yet complete. 

During the next few weeks you 
will doubtless hear a great deal of 
gloomy talk about renegotiation of 
contracts and the effect of the excess 
profits tax and how it will remove 
incentive from industry. Every busi- 
ness is entitled to a reasonable profit, 
but in war time the bald fact is that 
the primary incentive to business 
men must be the will to survive and 
not the hope of financial profit. You 
can play a tremendous part by help- 
ing your clients solve the difficult 
problems ahead by facing the facts. 

The will to win must be the real 
incentive for everyone, whether he 
is a soldier at Bataan, a marine at 
Wake Island, a sailor in the Coral 
Sea, a pilot at Midway, a worker in 
a plant, or an executive of a business 
on Main Street. 

America will not win this war if 
it is fought with any reservations. 
Everything we have must be thrown 
into the fight. You here can and will 
contribute to the final victory. 


Navy Procurement 


By LIEUTENANT CoMMANDER E. H. McKirrterick, U.S.N.R., 
Senior Naval Advisor to the War Production Board 


Navy Procurement can be best 
summarized in the words of a man 
who, some months ago, had exam- 
ined an invitation to bid, had studied 
the blue-prints and had absorbed the 
information as to bonds, penalties, 
labor laws, etc. When he returned 
the papers and the prints, he said, 
“Mister, war is hell!” I agreed with 
him then and I agree with him now. 

The relationship of subcontracting 
to Navy Procurement can best be 
understood by a reference to the 
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growth and the change of method 
in Navy purchasing. At the out- 
break of the war, such purchasing 
was concentrated in the Bureau of 
Supplies & Accounts, who did 90% 
of the volume, field offices absorb- 
ing the remaining 10%. Today, the 
Bureau of Supplies & Accounts does 
20%, the field offices 80%, of which 
your local purchasing office at 90 
Church Street does 10%. 

The volume, of course, has in- 
creased tremendously. The firms with 
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which the Navy was accustomed to 
do business and who understood 
Navy specifications and procedure, 
could not begin to supply the de- 
mand. The rigid specifications, close 
tolerances required in Navy work 
and in general the high degree of 
engineering performance required in 
a contractor, made selections of new 
firms difficult. The Navy, therefore, 
turned to the War Production Board 
to supply needed facilities and Navy 
Sections were set up in the War Pro- 
duction Board offices under naval 
officers known as Advisors. 

A manufacturer wishing to bid on 
Navy negotiations or tenders goes 
to the War Production Board and 
is interviewed by an engineer who 
lists his facilities and discusses with 
him his machinery and equipment, 
and the type of product he has made 
in the past—this for general infor- 
mation. From the interviewing engi- 
neer, the manufacturer goes to the 
Navy Section where he is given all 
available details on Navy require- 
ment in relation to his facilites. If 
it appears that he can produce for 
the Navy, he is listed on the mail- 
ing list of certain purchasing agen- 
cies and should it appear from a 
study of his equipment that he can 
make certain highly specialized prod- 
ucts, he is referred directly to the 
Yard concerned. 

Under the present method of pro- 
curement, the purchasing offices sent 
out negotiations or tenders to the 
firms qualified to bid. Copies of 
these negotiations, together with a 
list of firms to whom they are sent, 
are forwarded to the War Produc- 
tion Board offices for a further check 
on these firms. Should additional 
facilities be necessary for any tender, 
the \Var Production Board is so 
notified and is required to find these 
additional facilities. Urgently needed 
requirements are phoned directly 
from the Bureaus and described either 
through the tools required or a brief 
resume of the part is given in order 
that work may be started on the 
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hunt for a competent manufacturer 
before the actual blue-prints arrive. 

Under the method of procurement 

today and because of the volume in- 
volved, few, if any, firms are suffi- 
cient unto themselves. In order to 
manufacture the products required 
and to make quick delivery, subcon- 
tracting is an essential. There seems 
to be some misunderstanding as to 
what that word means. It is not in 
any way an effort to spread work. 
It is the grim busimess of putting 
every possible needed tool on war 
production. 

There are several ways in which 

subcontracting develops: 

1. Studies are made of large prime 
contracts by the War Produc- 
tion Board and sources of sub- 
contracting are developed. 


2. Lists of contracts awarded are 
in every Navy Section and are 
available to competent manu- 
tacturers. 

3. Prime contractors request di- 


rectly subcontracting facilities. 
In this connection, certain of the 
Navy Section have developed an in- 
teresting method for bringing con- 
tractors and subcontractors together. 
In each section there are two black- 
boards, one headed “Subcontractors 
Wanted.” On this board is repre- 
sented the critical tools needed by a 
prime contractor. The other board, 
marked “Idle Critical Tools,” sets 
forth the list coded for each manu- 
facturer of the idle tools available— 
that is, of the tools available which 
have idle hours. As this plan is 
working out, both the manufacturer 
and the subcontractor come into the 
office to get the information and con- 
tracts are made as they should be, 
without further reference to the Navy 
Section. 
4+. Among his many duties, the 
Inspector of Naval Material is 
responsible for the prompt de- 
livery of all articles manufac- 
tured for the Navy. When a 
Naval Inspector uncovers a 
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bottleneck, he immediately re- 
ports it to his chief, who calls 
upon the War Production Board, 
acting under the naval officer, 
to study the plant in question 
and to determine the reason for 
the delinquency. Should it turn 
out to be the need of subcon- 
tracting, pressure is applied. 
Certain naval activities have 
special contracts on which firms 
may secure business on a job 
order basis. Firms entering in- 
to these contracts become in 
fact subcontractors to the naval 
activity. 


on 


Those who get subcontracts are 
those— 


Who know their plants, 

Do not send a boy to do a man’s 
work, 

Go after business as energetically 
as in peace time, and 

Have something to offer. 


Lingerie: 
Intricate forgings: 
Screw Machines—Swan: 

That there is a great and growing 
volume of subcontracting (last month 
the local War Production Board re- 
ported one hundred and two million 
dollars), is the underlying reason for 
the miracle of production that we 
are beginning to see today and which 
will win the war for us. 


The Accountant’s Role in War Production 


By Captain Kermit J. BERyLson, Procurement Information 
Bureau of the War Department 


It is most fitting that this meeting 
tonight be called “Production for 
Victory.” America is getting produc- 
tion—production that will give us 
victory in this war. There is now 
hardly an item the Army needs that 
is not being turned out in ever-in- 
creasing quantities. 

When the President announced 
our production goals last January, 
many production men thought that 
it would be a physical impossibility 
to achieve them. They were wrong. 
They underestimated the guts, the 
ingenuity, and the miraculous com- 
petence of American industry and 
labor. A little over five months have 
gone by since then—only 160 days— 
but already American production has 
started to roll—and to roll out in 
quantity. 

Just a few days ago the Under 
Secretary of War announced that 
rifle production has come along so 
well that there was a Garand rifle 
for every man in the Army who 
needs one. That is true of almost 
every weapon the Army needs. 


Our Army of around 3,000,000 
1942 


men is equipped. These men have 
guns and tanks and planes. And we 
are sending munitions and weapons 
abroad to our allies. Ordnance pro- 
duction is increasing at the rate of 
30% a month. Our aircraft pro- 
duction is close to the 4000-a-month 
mark. Soon America will be turn- 
ing out more planes a month than 
Japan and Germany together. 

But we cannot relax. .The pace 
of war production must continue. 
You here tonight have your part 
in that production picture. You 
here tonight have your part in fight- 
ing this war. The front line fight- 
ing may seem remote from vour 
desk, but it is true, nevertheless, that 
you are bound tightly in this war, as 
is every man and woman in America. 

It was Hitler who first called this 
a total war, and it was one of the 
few true things he has ever said. 
No person on the face of the earth 
can escape its direct consequences. 

Everyone cannot carry a gun in 
this war, but many of those who 
serve without guns are just as im- 
portant as the man in khaki. 
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Your function today does not con- 
sist merely of the preparation and 
review of financial statements and 
tax reports. As accountants you are 
close to the production problems of 
this war. Your clients are engaged 
in filling war contracts and pushing 
war production. You have a re- 
sponsibility both to these men and 
to vour country to see to it that 
their factories produce as efficiently, 
as quickly, as they possibly can. 

Accounting has come a long way 
since the days when the accountant 
was simply an expert bookkeeper. 
Accountants are being called on 
more and more to become efficiency 
experts, profit engineers, business 
consultants. They act as liaison be- 
tween their clients and various gov- 
ernment agencies. They have the 
job of helping strengthen business 
organizations in the increasingly 
complex economy of the modern 
world. Through his counsel and 
analytical perception, the account- 
ant is in a position to advise his 
client on matters of policy. And, 
by working with the interest of his 
country foremost in his mind, he can 
achieve much. He can really help 
war production. 

Some may ask: “What have ac- 
countants to do with production?” 
They are not technical men. They 
are not engineers, they know little 
of manufacturing techniques and 
have only a cursory acquaintance 
with factory layouts and the use of 
machine tools. But this is not just 
a war of manufacturing processes. 
It is also a war of financial and eco- 
nomic processes. New factors of our 
economy are brought into play with 
the signing of every new contract. 

The accountant can contribute 
most by bringing his skill and talent 
to bear on the complexities of war- 
time systems of procurement with 
all the intricacies that arise in such 
vast operations by an understand- 
ing and clarification of the proce- 
dures that will expedite a client’s 
service to the nation in contracts, 
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he is in a position to serve loyally. 

Accountants are often described 
as “Friends of the Court.” That is, 
accountants have always recognized 
the responsibility which they owe to 
society. In this war, accountants 
must be “Friends of the Court.” They 
must do their best to make their clients 
think, not in terms of after the war and 
what will happen then, but only in terms 
of winning the war—now. If we lose 
this war, there will be no “after the 
war” for America. And only by de- 
voting all our efforts—all of us—to 
the war effort, can we be sure of win- 
ning. Accountants must help to put 
this way of thinking across. 

There are heavy taxes today and 
there will be heavier taxes later. 
There are priorities and allocations. 
Some of your clients will undoubtedly 
be put out of business because of 
the heavy requirements of this war. 
If the war can be won the sooner 
through the temporary suspension of 
some businesses, or some types of 
industries, then that is what must 
be done. Accountants must do their 
best to help their clients swallow that 
bitter pill. 

This war has brought about a 
tremendous upheaval in the economic 
structure of the nation. It has thrown 
into the discard many old and estab- 
lished business practices. Business 
and manufacturing firms can no longer 
compete against each other. They 
can compete only against the Axis. 

The United Nations are fighting 
today against nations that have the 
lowest living standards in the world, 
against nations that believe in pay- 
ing no profits—against the Axis. 

With labor and industry, with all 
of us, giving all we have to the war 
effort, we will defeat those enemies. 
You, as professional men, can assist 
in the marshalling of every possible 
resource of America to that end. 

If you carry the determination to 
fight, every moment of the day, in 
your work and in your home, the day 
will come when America will crush 
the Nazis and the Japs. 
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RECENT PUBLICATIONS 














CORPORATION AND MANUFACTURING 

ACCOUNTING 

3y H. A. Finney, Ph.B., C.P.A. 
Prentice-Hall, New York, 1942 
534 pages, $4.65 

This is a text and laboratory 
manual designed for people who, 
having some knowledge of book- 
keeping, desire an intensive train- 
ing in the principles and procedures 
of corporation and manufacturing 
accounting in order to equip them- 
selves as rapidly as possible for 
more advanced responsibilities. The 
material was adopted for this spe- 
cific purpose from certain of the 
author’s published texts. The first 
few chapters present for use, to such 
an extent as may seem advisable, a 
quick review of basic procedures. 
The major portion of the book is 
devoted to corporate and manufac- 
turing accounting with emphasis on 
the general ledger control of de- 
tailed cost records. Assignment ma- 
terial is provided in the form of 
questions, problems, and practice 
sets. The author is Professor of 
Accounting at Northwestern Uni- 
versity, and member of the firm of 
Baumann, Finney & Co., certified 
public accountants. 


INVENTORY VALUATION AND PERIODIC 
INCOME 

3y Carl Thomas Devine, Ph.D. 
Ronald Press, New York, 1942 
195 pages, $3.00 

This volume represents an investi- 
gation into the effects of various in- 
ventory valuation methods on the re- 
ported income stream. The first 
four chapters give a broad outline 
of the treatment of general account- 
ing problems, following which each 
inventory valuation method is dis- 
cussed at length. Chapter 9 con- 
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tains a rather extended illustration 
of the various problems in opera- 
tion, while Chapter 10 deals with 
conclusions regarding the cyclical 
behavior of reported income com- 
puted in accordance with the as- 
sumptions of the standard methods 
of valuation. Special techniques and 
problems are given some attention 
in the final chapter. 


THEORY OF ACCOUNTS 
By Arthur H. Rosenkampff, B.C.S., 

C.P.A. and William Wider, B.C.S., 

CPA. 
Ronald Press, New York, Revised 1942 
517 pages, $4.00 

The object of this college text 
book on the theory of accounts is 
to supply the needs of students in 
schools of business that offer a 
separate course in that subject as 
distinguished from a combined theory 
and practice course in accounting. 
The content of this text is based 
upon the general theory of accounts 
for which candidates for the New 
York State Certified Public Account- 
ant examination in theory of ac- 
counts are held responsible. The 
questions following each chapter 
have been given on such examina- 
tions in the past. The authors are 
both in the Accounting Department 
at New York University, Professor 
Rosenkampff being Professor of Ac- 
counting and Chairman of the De- 
partment of Accounting Instruction, 
while his collaborator is Assistant 
Professor of Accounting there. 





CASES AND QUESTIONS IN AUDITING 
By Harold T, Gates, C.P.A. 
Prentice-Hall, Inc., 1942 
183 pages, $2.50 

The questions in this text book 
are integrated with each chapter of 
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“Auditing (Revised)” by William 
H. Bell and Ralph S. Johns. How- 
ever, they may be used with any 
up-to-date treatment of auditing 
theory, if desired. Each of the Cases 
is an independent unit, covering a 
specific topic. The student actually 
performs all the operations and 
works out the parts of the audit 
himself. The author is instructor in 
Accounting at New York University, 
and is a member of the firm of Bacas, 
Gates & Potter, accountants and 
auditors. 


Avupitinc—Theory and Its Appli- 
cation 
3y Arthur Warren Hanson 
McGraw-Hill Book Company, 
Inc., 1942 
488 pages, $4.00 


This book contains both an ade- 
quate text and a wide selection of 


cases drawn from actual practice. 
It is comprehensive in scope, giving 
a practical coverage of the whole 
subject of present-day auditing prac- 
tice and procedure. The problems 
in auditing are designed to stimu- 
late discussion upon the subject and 
thereby develop and portray the 
principles involved as well as show 
the application of these principles 
to specific situations in business. 
These cases also reflect the changes 
which have taken place during the 
past few years in auditing practice. 
In addition to a description of audit 
working papers, the book includes 
one long case which shows all the 
working papers and the final report 
as prepared for a business in a pub- 
lic accountant’s office. The author 
is Professor of Accounting at the 
Graduate School of Business Ad- 
ministration, George F. Baker Founda- 
tion, Harvard University. 





It is the Patriotic Duty 





of Every American Citizen to: 


BUY United States War Bonds and Stamps 


GIVE to the Red Cross 
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HE following is a list of applicants admitted to membership, and 
associate membership in the Society and also associate members 
advanced to membership at the meeting of the Board of Directors held on 


June 18, 1942: 


Membership 


Bannister, C. Ross, 90 Broad Street, 
With Lybrand, Ross Bros. & 
Montgomery. 
Beck, Harry, 80 Wall Street. 
Burstein, Maurice, 122 East 42nd Street, 
Comptroller, Northampton Brewery 
Corporation. 
Capustin, Morris H., 545 Fifth Avenue, 
Of Lubit, Singerman & Capustin. 
Coleman, Martin Stone, 11 West 42nd 
Street, 
Of George W. Perper & Co. 
Davis, Leo, 521 Fifth Avenue, 
Of Goros and Davis. 
Druckman, Richard H., 1440 Broadway, 
Of Reisner, Druckman & Reisner. 
Fleckenstein, Edmund Arthur, 80 Maiden 
Lane, 
With Touche, Niven & Co. 
Frankel, Nathan, 40 Worth Street, 
Of Carroad, Frankel & Jackson. 
Friedman, Benjamin, 303 West 42nd 
Street, 
With Leo Malat. 
Gettry, Martin D., 276 Fifth Avenue, 
Of Fried, Lewis & Gettry. 
Goldenberg, Louis H., 500 Fifth Avenue, 
With Frederick Wm. Greenfield & Co. 
Jurist, Jonas, 1441 Broadway. 
Kemp, Leo B., 15 West 27th Street. 
Kessler, Harry A., 1450 Broadway, 
With Kahn, Rothenberg & Co. 
Kolb, Richard, Custom House, N. Y. 
With U. S. Treasury Department. 
Lewis, Melvin, 276 Fifth Avenue, 
Of Fried, Lewis & Gettry. 
Mandel, Joseph, 551 Fifth Avenue. 
Millman, Morris, 342 Madison Avenue, 
With Lowett & Schall. 
Milne, William J., 80 Maiden Lane, 
With Touche, Niven & Co. 
Myers, Edgar L., Washington, D. C., 
With Office of Censorship. 
Raboy, Abraham M., One East 42nd 
Street. 
Richter, Bertram C., 551 Fifth Avenue, 
With Stern, Porter, Kingston & 
Coleman. 
Robbins, Bernard, 1475 Broadway, 
Of Simson and Robbins. 
Rooney, Robert J., One Cedar Street, 
With Arthur Young & Company. 
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Rubinstein, Morris H., 285 Madison 
Avenue, 
With Anchin, Block & Anchin. 
Saladuchin, Alexander Ignatius, 
29 Raymond Avenue, Rutherford, N. J., 
Of Byers and Company. 
Schecter, Martin H., 551 Fifth Avenue, 
With Stern, Porter, Kingston & 
Coleman. 
Schildkraut, Nathan, 11 West 42nd Street, 
With Addis & Company. 
Schmitt, Arthur J., 41 East 42nd Street, 
With Smith, Davis & Wills. 
Seligman, R. Raphael, 60 Broad Street, 
With Scherr & Goldflus. 
Septimus, Lewis Ira, 80 Maiden Lane, 
With Touche, Niven & Co. 
Small, Irwin, 535 Fifth Avenue. 
Smith, Irving H., 135 Broadway, 
Of Smith & Gorsky. 
Smith, Thomas H., 60 East 42nd Street, 
Of Thomas H. Smith & Company. 
Sohmer, Bernard, 80 Maiden Lane, 
With Touche, Niven & Co. 
Stein, Irving, 152 West 42nd Street. 
Stern, Herman, 80 Maiden Lane, 
With Touche, Niven & Co. 
Taub, Jack D., 40 Exchange Place, 
Of J. D. Taub & Co. 
Vandyck, Edward B., 25 Broadway, 
With Pogson, Peloubet & Co. 
Weill, S. Bernard, 570 Seventh Avenue, 
Of Clarence Rainess & Co. 
Wiseman, Joseph A., 60 East 42nd Street, 
With Klein, Hinds & Finke 


Associate Membership 


Andrews, Charles Albert, 67 Wall Street, 
With Arthur Andersen & Co. 

Aron, Sidney G., 342 Madison Avenue, 
With New York State Department of 

Unemployment Insurance. 

Arnold, David Rudd, 56 Pine Street, 
With Price, Waterhouse & Co. 

Beck, Harry, 
With U. S. Army. 

Berdon, Matthew Arnold, 80 Maiden Lane, 
With Touche, Niven & Co. 

Bettauer, Arthur, 
With U. S. Army. 

Birchett, Joseph Anderson, 67 Wall Street, 
With Arthur Andersen & Co. 


575 








The New York Certified Public Accountant 


Butler, Seward, 120 Broadway, 
With Barrow, Wade, Guthrie & Co. 
Coumont, Ogareff C., 416 Broadway, 
With Automatic Fire Alarm Company. 
Cousins, James A., 109 East 38th Street, 
With the Society for the Propagation 
of the Faith. 
Danzig, Joseph, 29 Broadway 
Edmonds, Earl Ryland, 295 "Fifth Avenue, 
With A. & M. Karagheusian, Inc. 
Eller, Abraham, 321 West 44th Street, 
With Warner Bros. Pictures, Inc. 
Engleman, Joseph M., 295 Madison 
Avenue, 
With Henry Brout & Company. 
Epstein, Harry, 274 Madison Avenue, 
With Rashba & Rosen. 
Feldhandler, Sidney, 1832 National Bank 
Bldg., Detroit, Michigan, 
With War Department, Detroit 
Ordnance District. 
Flaster, Milton, 2 Lafayette Street, 
Of Hecht and Flaster. 
Fleder, Samuel, 220 Fifth Avenue, 
With H. Merdinger & Co. 
Gardener, Robert Paul, 60 East 42nd Street, 
With Klein, Hinds & Finke. 
Glaser, Milton, 60 East 42nd Street, 
With Klein, Hinds & Finke. 
Goldfine, Locky, Saginaw, Michigan, 
With U. S. Air Corps, Chevrolet 
Transmission Company. 
Goldman, Melvin, 25 Mamaroneck Avenue, 
Mamaroneck, 
Greenspan, Bernard, 1450 Broadway, 
With A. Albert Greenspan. 
Gross, Lambert John, 30 Broad Street, 
With R. G. Rankin & Co. 
Herson, Richard J. L., 33 West 42nd 
Street, 
With Hertz & Herson. 
Hinkes, Herman William, 1270 Sixth 
Avenue, 
With R.K.O. Corporation. 
Kelly, Pilson W., Municipal Building, 
New York City Assessor. 
Kerr, Malcolm Stuart, 25 West 45th Street, 
With W. C. Heaton and Company. 
Kirschenbaum, Gertrude, 11 West 42nd 
Street, 
With Addis & Company. 
Kopta, Walter William, Amityville, L. L., 
With Colgate-Larson Aircraft Company, 
Inc. 
Krampf, Leo, 
With U. S. Army. 
Kreisler, David E., 107 East 31st Street. 
Lane, Seymour S., 342 Madison Avenue, 
With New York State Division of 
Placement and Unemployment 
Insurance, Field Audit Section. 
Lichtenstein, Abraham, 1170 Broadway. 
Lippmann, Albert K., 125 Park Avenue, 
With S. D. Leidesdorf & Co. 
London, David J., 
With U. S. Army. 
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Maher, Arthur Chisholm, 56 Pine Street, 
With Price, Waterhouse & Co. 
Malin, Stanley S., One Hanson Place, 
Brooklyn, 
With U. S. Treasury Department. 
McCarthy, Frederick Joseph, 99 John 
Street, 
With Macklin, Brown, Lenahan and 


Speer, 
McGill, Frederick Joseph, One Cedar 
Street, 
With Arthur Young & Company. 
Michelmore, William Thomas, 
One Cedar Street, 
With Arthur Young & Company. 
Mitchell, Thomas Edward, Jr., 56 Pine 
Street 
With Pi Waterhouse & Co. 
Murray, V alentine G,, 
With U. S. Army. 
Nestel, Lawrence L., 
With U. S. Navy. 
O’Rourke, Andrew Terence, 70 Pine 
Street, 
With Peat, Marwick, Mitchell & Co. 
Pollack, Edward, 521 Fifth Avenue, 
With Homes & Davis. 
Reid, Robert Edsall, 16 Kingsland Place, 
Babylon, L. I 
Roberts, Seymour, 60 East 42nd Street, 
With Klein, Hinds & Finke, 
Rodbart, Nathan H., 342 Madison Avenue. 
Rubin, B. Norman, 521 Fifth Avenue, 
With Joseph S. Herbert & Company. 
Schankman, Barnet; Himrod & Grandview 
Aves., Ridgewood, Queens, 
With Grover Cleveland High School. 
Schloss, Leo, 1440 Broadway, 
With Joseph J. Wechsler. 
Schneider, Leon, 
With U. S. Navy. 
Schoen, Milton, 55 West 42nd Street, 
With Nelson & Lewson. 
Schweig, Edwin Stephen, 51 Chambers 
Street. 
Sherman, George, 
With U. S. Army. 
Sohmer, Leonard A., 19 West 44th Street, 
With George M. Sachs and Company. 
Stein, Herbert J., 56 Pine Street, 
With Price, Waterhouse & Co. 
Terranova, Peter S., 30 Church Street, 
With Office of Inspector of Naval 
Material. 
Turoff, Jacob, 51 Madison Avenue, 
With Meyerson & Levine. 
Wiener, Robert Alvin, 18 East 48th Street, 
With Daniel Nachbar. 
Wolfman, Philip, 202 Eighth Avenue, 
With Marine Tobacco Co., Inc. 
Wood, John Francis, 70 Pine Street, 
With Peat, Marwick, Mitchell & Co. 
Zelenka, Joseph R., West Hanover, Mass., 
With National Fireworks, Inc. 
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Elections 


Advancement from Associate Membership 
to Membership 


Bruneau, Armand Louis, Jr., 74 Trinity 
Place, 
With A. L. Bruneau. 
Fenske, Theodore Henry, 1221 Locust 
Street, St. Louis, Mo., 
With Price, Waterhouse & Co. 
Fowler, J. Warren, 111 Broadway, 
With Scovell, Wellington & Company. 
Hollinger, Alexander, 813 Westchester 
Avenue, Bronx. 
With Brown & Silver. 
Kass, Joseph Z., 220 Fifth Avenue, 
Of Kestenbaum & Kass. 
Mast, Louis L., 
With VU. S. Army. 
McKay, Harold T., 40 Wall Street, 
With Phelps Dodge Corporation. 


Olajos, John, Jr., 56 Pine Street, 
With Price, Waterhouse & Co. 
Perler, Julius, 
With U. S. Army. 
Roberts, Louis S., 125 Park Avenue, 
With S. D. Leidesdorf & Co. 
Shivers, Edward Allen, 350 Madison 
Avenue, 
With Hurdman and Cranstoun. 
Titus, John L., 31 Nassau Street, 
With S. W. Park & Co. 
Yoskowitz, Harry, 51 Chambers Street, 
Of H. & R. Yoskowitz. 


The number of members in the 
Society as of July 1, 1942, is as follows: 


Members: ....c226 5.00044 3,579 
Associate Members... 483 
P6tal 2.20 Secs 4,062 
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No job is ‘too big for McBee Keysort, 
world’s fastest card sorting system. It 
takes in stride a million cards a day the 
same as a thousand .. . with your regu- 
lar clerks and operators. Ask the McBee 


representative. 
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